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Summary 



* • ( INTRODUCTION 

, 9 

/ - " » > 

How are you* going to. use your job skilfe^fter you finish 
school? jjf ' 

Have you ever thought about starting your own dairy farm? 

This module ^escribes people who have started and managed a 
dairy farm. It gives you an idea of what they do and some of 
the special skills they need. 

• * * 

You will read about: f 

planning a dairy farm . ~ t 

choosing a location^ 
getting money to start 
being in .charge 

buying and keeping track of supplies 
setting prices 
marketing farm products- 
- keeping farm records # 
keeping your business succes'sful 

s 

You will also have a chance to practice some of the things 
that dairy farm owners do. 

Then you will have a better idea of whether a career as a 
1 dairy farm owner is for\ you. 

< 

Before you study this module, you might want to read Module 1 
Getting Down to Business: What's It All About? 

When you finish this module, you might want to read 

Module #2 Getting Down .to Business: F arm Equipment 

Refrair ; , 

Module #3- Getting Down , to Business: W ee Service; 

"•Module #4 Getting Down to Business: G arden Center; 

Module #5 Getting Down to Business: Fer tilizer and 

Pesticide Service . . 

These modules are related to other agricultural businesses . 

f - 
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UNIT 1 



Blanning a Dairy Farm 



Gaal: To hel£ you learn how to plan a dairy farmJ 



Objective 1: List three^personal qualities a dairy 
i;arm owner might have.^ ' 

Objective 2: Describe the products and customers of 
a dairy farm. 

Objective 3: List one legal requirement for running 
a dairy farm. 



r 
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ANDY RAITT PLANS A ''DAIRY J ARM 



I 



Andy Raitt works on a dairy farm. He's 27 and has 
worked there for the past five years* 'He likes it a lot. 
He Likes working with animals and working otwly.s own. • He 
likes the business end' too, keeping records and buying, 
supplies : • U , 



His wife Julie, a quilt maker', also likes li'viitg in the 
country. She has Had .enough success with her art that she 
sells, a number of quilts a.year. She also has a very large 
garden and raises all kinds of vegetables. 

They've been thinking about having' their own farm. ^ 
Andy says, "I know we can't buy a place for'a while. But 
maybe we could Lease some land from someone and^then,buy it 
in a few years. We want to start out with about 40 cows.' 
Julie will sell some of her vegetables along the road and 
still have some time "to quilt. 



"I'd have to be around the £arm almost #11 "the time. 
I dori't mind that. It's worth it^to be -my own boss." 



The more they think about having their ovm farm, the 
mor^ excited they get* Andy and Julie t^lk about it a lot. 
They talk to people at their 'dairy association to find out> 
where jmore dairies are needed. / 



r 



Andy ,and Julie decide to go, ahead and do it. Ai^ly talks 
to ffeople at the state health department about requ. ir^jnefats 
for dairy farms. He also taljks to a lawyer. 

^ Julie talks to. an insuranc-e agent about what kujds of 
insurance they need. They try to plan -care fully scythe 
business will be off to a good start. 



' - > 
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Planning a Dairy 'Farm 



There are-many, many small, businesses in -America. Small businesses 
can have as few as one, worker (the*owner) or as many as four workers. A 
small business owner is "self-employed." Often a whole .family works 
together in a small business. 

Arrdy and Julie have thought about thxee main^things in planning their 
dairy business.' First, they have decided theij personal qualities are # 
right for the business. Second, they have tfhought about what they^would 
raise and who their customers might be. Finally they have learned about c 
the legal requirements for running a dairy. 

• i ■ - 

r 

Personal Qualities . . » 

\* 

Before they start looking fbr land for their dairy, Andy 'and Julie 
have4to think about themselves. They have to be sure tfcey "have what it 

* ! x 

takes" to run a"dairy business. 

First, they need skills'at running the dairy. 'They have to know , 
about caring for the herd, using milking equipment, an* running, the farm. 
They also need, business ^kills to keep the dairy making money. 

Second^ they must like working' on a farm. They must like working 
with animals and with the soil. They should be able to work without a 
lot of people around'. 

Third, they should'like staying around home. Dairy farmers ;don f t ..get 
away * from the farm for too long. Cows need to be milked .every, day and 
* watched for health problems. 
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Finally they must^ant to \e their own bosses. 1 They williieed £o work 
very hard to make the .business succeed. They Have to be good at solviAg 
problems because they will be the ones in charge.- They have to really 
like "doing .their 'own .thing."* % 



Products and Customers 

Products . The main product of dairy farms is, of course, milk. 
Dairy farmers usually don't sell their milk directly to customers. They' 
sell it to the dairy association or to processing plants. These groups 
then process the milk, ship it, and sell it to customers. 

Dairy farmers can also produce other agricultural products.' Many - 
dairy owners sell the calves they don't want to keep. Some farmers raise 
stock cattle tcr sell. Scjme sell hay and grain when they raise more than 
they need to feed their herds. 

v 

Other daixyfarmers raise other livestock or poultry. Some sell the, 
eggs as well as the^poultry . And some farmers sell produce from their 
cfwn fields and ^rcha^s.* J / " 

. Compare^ to other kinds of farming, dairy farming is a pretty steady 
business." Things like drought and hailstprtns don't worry dairy farmers 
as much as they worry crop farmers. Yet even so, it's nice* for a farmer 
to have more than. one product to sell. If things don't go well for one 
product, the farmer can still bri*ng in some money with the other. -In 
planning % your dairy* business, you should decide what products you'll want 
to sell.* v * „ ■ 



The Raitts have decided to sell mostly milk. But they will also sell 
calves, hay and grain, and vegetables. 

Customers. A dairy, farm's customer for milk is the dairy association 
or the milk processing plant. Caly.es, stock cattle, and hay and grain 
can be sold" to other farmers through auctions and direct sales. 
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Eggs and produce can be sold* to' customers passing by. Some dairy 
farmers set up roadside stands to sell small amounts of these products, 
as Julie planned to do. * — „ * , 



Legal .Requirements . 1 

■ *- ^ 

s 

The Raitts decide to 3-tart- their business as a sole proprietorship.*. 
This mean9- that they would get to keep all the profits of 'the^dairy 
business. However, they would also.be responsible for all debts if the * 

V 

business fails.* ' 

There are other legal forms of business, and it's impcyrtant to know ] 
what would be best fot your business. Andy and Julie talked to -a l^yyer 
tx> f jnd out. ' , { % t ~ 

Andy found out about state fiealth department: requirements ftfr dairies. 
The U.S. Department of Agriculture also ha?' requirements . The standards 
tot purity of the milk are very high. Every batch of milk must be tested 
to be sure it is pure. - These standards protect the health of everyone ^ . 
who drinks milk, and that's a lot of people! 



Summa ry 

^ ^ >< , , 

, ItNis important to plan % ahead before starting a business. Now you 

know the kinds of products and customers a dairy farm has. 
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Learning Activities • ^ 



Individual Activities 

1. Would you like running a dairy farm? Check each statement below that 
fits you. 

I'm good at caring for animals and plants. 

I like to work by myself. 

I don't mind staying "close to home." 

* I really like being in charge of what I do. 
• I'm interested in how a' business is run. 



2. Find ^jit what dairy farms are in your area. Are any of them small 
businesses (no , more- than four workers)? 



3. Make a list of other products a dairy farm could offer. 



Discussion Questions ^ 

1. In much of the country, farm operations are getting bigger and 
bigger. Why do you think this is happening? 

2. Do you think small dairies still have a chance when farms* are getting 
bigger? 

3. What problems could Andy and Julie face if their business fails? 



/ 
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Group Activity , ; . 

> i 
a 

Talk to the owner of a dairy farm* \sk the person to come and talk 
to the class. Ask hgr or him to .talk about what it's Jteike t;o be. a dairy 
farmer. 

Plan what questions you will ask. You might ask questions like these. 

# 1) What does year farm produce? . <q( 

. , *■ « ^ 

2) What is your. day like? What do you do* in a day? How many hours 
t do you usually wo»k»a day? A week? 

3}\ What experience and training do you have for your job? 
s4) [What are the good and bad parts of your job? 
5) Why did yoy want to start your own dairy business? 
6} How long did you plan before you opened? ^ 
7) , How much -money did it take to get started? Where did you get it? 
£) *What kinds of records do you keep? , m ^ 
9) What would you suggest to someone who wanted to start a dairy 
farm? 



* 
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UNIT 2 



Choosing a Location 



Goal: To help you learn^how tb choose a" location for a 
dairy farm, ' ' . t 



J 



Objective \: List three things to think about in 
•deciding where tb locat'e a dairy farm. 

Objective 2: Pick the best location for a dairy > 
farm front three choices. f 



• • / 
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ANDY AND JULIE DECIDE WHERE TO LOCA' 



On Andy's days off, Julie and Andy go out looking at 
land near their 'area. They think they'd-need about 40 
acres to start their dairy. They drive as far as 200 miles 
from home to look at land. 

They don't want to get too far away frem a milk plant, 
which will be their "customer." They do want land somewhat 
out of town, though, where the zoning is right and the land 
is a little less expensive. 

They find two areas where the dairy association is 
willing to accept more milk. In each area they talk to a 
fanner who is veiling to lease the^jn some land. The first, 
one wfll lease them 40 acres for $4,000 a year. The land 
has a house and barn on it, but no dairy equipment. 

The second farmer will^lease them 40 acres for $3,000 a 
year. This land has a house, but the barn is a bit run 
down. However, it's on a pretty road and has a nice spot 
for* a ^vegetable stand. 



lliitts 



The Rkitts decide they like the s,econd place better. 
Jhey will need to fix up the barn for milking. The materi- 
als will cost them 'about $110,000, and they can do most of 
the' work themselves. The'y also- need to put in milking 
machines, refrigeration units, and new lighting and clean- 
ing equipment. This will cost them about $25,000. 



4> 
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Choosing a Location 



Most parfs of v the country have nearby dairy farms. But* dairy business 
owners can't start their farms just anywhere. They have to think about 
several things in considering a location. 

Is it too far from ,a milk processing plant? 
Is it too close to town? * . * 
Is there enough land for our needs? 
Is there enough W&ter for our needs? 

Are the right buildings and equipment there, or can we put them in 
pretty easily? * 
• Will it be easy to sell other products from there? 



Is It Too Far Away^ 



Tdday refrigerated tanks and trucks have made it easier to move milk 
to market. But even, so, the farm shouldn't be too far away from the milk 
processing plant. The dairy farm should also be located near a feed store 
and a veterinarian. • 



j 



Is It Too Close ? . 



Oh the other hand, you won't want to choose a location that'Ts very 
cl>ose to a city. The closer you get to a ttown, the more the land costs. 
This is because close-in land may be g6od for houses. 

Pebple will pay more for houses than for open 'land — a lot more. 
Builders know that, so they are willing td pay a lot foreland, too* 
Farmers are likely to find that such land costs far too much for them to 
afford* If they are paying more foi; lan3 than the income they can bring 
in, they won't stay in business long. J 

: ' • ' 17* 
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, Also, if a farm is in an area of houses, other problems may come up*. 

■? 

People may cpmplain about the noise or smells of a dairy <farm. Animals 
may be hurt where there are many cars on the roads* Certain areai will 
have zoning restrictions preventing dairy ♦farms from locating there anyway . 
Usually areas near large cities just aren't very good for dairy farms. , % 



Is There Enough Land ? * 

It takes a lot of land to keep a dairy herd* If you want to raise 
your own feed, it takes more. And everything else you raise, like eggs or 
vegetables, takes even more land. 

Each area of the country is different, so there's no way to tell you 
exactly how much land you would need. Some land will support one cow per 
acre. Other land will support fewer cows than that. ^ If you want ta start 
a dairy, you need to find out what the land is like. Then you can decide 
how much land you need. 

Is There Enough Water? 

1 ; : $ 

• • 

A dairy herd needs a lot .of water. • You* 11 need about 36 gallons a day 
for each lactating cow as well as water for other stock, for a garden, for 
crops if you plan to irrigate, and for household use. You may be lucky 
enough £o find a farm served by a rural water district main. If the land 
you're considering is served by a well or wells, "be .sure there will be 
'adequate flow throughout the year for your needs and that the water will 
not be polluted by the addition of new stock handling areas. 



Are* the Right 'Buildings and Equipment There? N y 

• * 

Dairy „f arms need special equipment. If it isn't there, it will cost 
money to put it^in. You need to know how much the equipment will cost 
before you sign a lease or buy a place. 
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Many of the health standards for daiiry farms have to^do with the way 
milking barns are buil£. They have to be very easy tb clean. They also 
need equipment like milking machines and refrigeration tanks. Fenced 
pastures and corrals are needed for feeding and handling^ cows. 

Dairy farms also need space for the other jobs done on 'the farm. There 
has to be space to grow vegetables or a poultry house for laying hens. 

w 

Storage space is important. Feed and animal 'health and veterinary 

supplies all need to be stored. If the farmer uses a tractor or other 

equipment, mc/re storag^jpace is needed. Other farm products may also 

* ^ 

need storage. „ v 

Finally, of course, farmers need a house to live in. If there ,! s no 

house on the property or nearby, it will take quite a bit of money to 

s 

build one 1 . » 



Will It Be Easy to Sill Other Products ?) " * 

If you are planning to sell other products^ besides, milk, then you 
should think about some othier things. *If you want to sell calves or stock 
cattle, you should be as close as possible to buyers. If you want to sell 
eggs or vegetables to people who drive by, be sure your road is a popular.; 1 
one. You may also have to build a shed or display area for selling. 

v. 

Summary 

Dairy farms can be in man^ different places. Before picking a place, 
you need to think about: 

• • how far; ypu are from a city or town; 

• how good 'the land is; 

• how much equipment it has; and 



• what it costs. 

<> • 



16 



!9 



Learning Activities 



Individual Activities 



1. List two reasons that being too close to a city or town can he. a 
problem. 

2. Talk to a dairy, farm or dairy equipment* suppl ier. Make a list of all 
the equipment needed by a dairy. Also make a Hst of 'the costs of 
this equipment for your area. What would the total cost be? 

3. WhaU is the average cost per acre for farmland in your area? Ask a 
farmer or a realtor. How much would Andy .and Julie's 40 acres cost 
them to lease for a year in your area? How much would they have to 
pay to buy 40 acres? 



Discussion Question 



Buying enough land to 'start a dairy is much more costly th°§n leasing 
it. Yet many farmers prefer to own their own land if they can-. Why* 
would this be true? v ^ 



Group Activity , * 

4 ' 

Suppose you and several of your c iassmates want to start a dairy 'farm 
in your area. In a small group, make a list of all the information you 
would neefd to help you pick the location. Also make a list of how you 
,would go Ibout getting each piece of information. Do you know of a piece 
of land for sale or lease that might meet your requirements? If you 
don't think another dairy farm could succeed in y^our'area, explain why. 



( • 
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Getting Money to Start 



Goal: To help you plan how to get money to statt a dairy 
t farm. r 



Objective 1: Write-a business description 4 f or a 
d^/try farm. „ 

Objective 2: Fill out a form showing how much 
money you need to start a dairy farm. 
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ANDY AND JULIE AF*LY *0R A LOAN 



Andy and Julie have been thinking about what they'd 
need to start their farm. They have made a list of the 
things they'd have to spend jnoney on. 

r 'J . .. / * 

Lease of buildings and land ^ 
Remodeling' of barn 

Purchase of milking and dairy equipment 
Purchase of 40 cows , 
Feed (for a year) ^ 
Other milking supplies 
S Vegetable seedff'and gardening supplies 
Salary of an employee — wages* plus room and boarcj 
Veterinary and breeding- costs 
Power, fuel, and eqatpment repair 
Insurance 

Then they think about where they can get the money to 
cover these expenses. They have $25,000 they can invest ;Ln 
their business. Julie's patents will lend them $40,000 
without' interest . In additidVi, Andy and Julie figured they 
need a bank Foan of about $70,000. * 

/ 1 

They go to visit their barjj^ They talk over their idea 
with 'the loan officer, Ms. Harris. She asks them to give 
her sope information in writing. First, she needs a resumg 
of tjjeir experience and training.^ Then she needs a descrip- 
tion of what the business will be like. Finally, she needs 
a list of starting expenses, money on hand, and loan amount 
needed % ? *~ * * *• 

v_ — : £ 
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Getting Money to Start 



Starting any small business takes money* There .are many one-time 
.expjehses. For a 'dairy, these include buying milking eq^ipmenp and the 
coVs'for your first herd, . * 

Usually you need a loan from a^-bank or a government agency.* To get a 
loan, you need, to give the loan officer three kinds of information in 
writing: • * % 

| • personal information on yourself; 



a description of your business; and * 



x 



• ^ a statement of yotfr starting expenses, called -a "statement «of . 

* • 
financial need." 

.Personal information is often written in the farm hi a resume. A resume 
* ^hSws your education and experience and gives names of references. This 
module wofilt give any more inf ormatiQn'about resumes^ It will deal with v > 
the description of a business and the statement of financial needf^u 



Description of Your Business •** 

* 

M3. Harris asked Andy and Julie to write a business description. A 
business description should tell the loan officer everything important 
about the business. A dairy farm business Ascription has "these four 
parts: 

• kind of business and products sold; , 
t livestock, crops, and machinery required; 

• market; and 

^ 'plans for success. * ^ 

Here is a simplified veifsion o£***he Raifcts 1 business description. 

K 
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"We want to start a dairy busines^in Farm County. We plan 
to start with a herd of. 40 high quality cows and sell milk to 
the Dairy Association. We will build, up our herd, with some of 
our best calves and sell the rest. Herd quality will.be con- • 
stantly improved through use of the Dairy Association's artifi- 
cial insemination service. We will raise our own feed, which 
will help us cut costs. We will sell any extra feed we raise. 
We will also raise vegetables in the summer and sell them along 
the road. We will obtain the latest in milking machinery and 
will keep costs low by buying other equipment second-hand. 



'"Our farm \&11 be located about 20 miles, from town. * The 
milk processing plant is 10 miles away. 

"The dairy association has agreed to buy all our milk. For 
"selling calves and feed to local farmers, we will use Auction 
markets and ads in local papers. Calves and feed have gotten 
good prifces lately. There are several vegetable stands along 
our road. All of them are doing very well. Many times they 
run out of produce. So we think we'll do well, too. Many 
local townspeople drive out here for fresh produce, and many 
' tourists pull off the highway to buy, too. 

. "We think our farm wilT do well because people want more 
■ * , \ ^ 

and more milk, ^e will buy and brfeed with p'nly very good 
animals. _So we think our milk Will be of high quality. We 
will ilso sell other products. This wilj^ bring in money for us 
if ^here ever a«re pro'blems with milk sales." 



Statement of Financial Need m 
% 

« 

* Ms. Harris* also Asked Andy and Julio to fill out a statement of 
financial need. This form has three main parts': (1) starting expenses; 
(2) money on hand; and (3) loan needed. After -Andy and Julie filled it 
out, it looked like this. 
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4 • STATEMENT 6F FINANCIAL NEED 

Starting Expenses *Eor the First Year ^ 



Rent*& remodeling x $ 20,000 

Equipment 25,000 

Livestock 48,000 

Feed & othef milking supplies 22,000 

Seeds & gardening supplies' 500 

SalaVy, room, & boajd 

(for 1 employee) , 12,000 

erinary costs 1,800 

Power, fuel, ^equipment repair 1,800 



Money on Hand 

Cash on Hand $25,000 

Gifts or Personal Loans 40,000 

T&TAL m 4§5,000 



Other 



5,000 



TOTAL 



$136,100 TOTAL STARTING EXPENSES $136,100 

6$, 000 



TOTAL MqtfEYON HAND 
TOTAL LOAN MONEY NEEDED $ 71,100 



Starting expense s . Andy and Julie had to make severaJ! 1 major capital 
investments when they started. The cost of the herd is the largest 
expense; then comes the cost of buying milking and other equipment. These 
are one-time, cost s they won't have again. Julie and Andy also had many » 
operating expenses — those costs that they have tow pay* every month just to 
keep their farm running. These include rental .payments, salaries, insur- 
ance, breeding service fees to the Dairy Association, and any items needed 
to keep their -animals healthy and their machinery running. 

Money on hand * Andy and Julie have*saved quite a bit of money. Tttjpp • 
have $25,000 to use for starting thp business. Julie's parents have lent 
them some money^too. 

* * * 

A bank will want you to raise your own money as well as use its loan 

to start your business. It may take several years of savifig to get enough 

money. Sometimes your family can lend you money. 
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Loan needed * The loan needed equals the starting expenses minus the 
money on hand ($136, 100 - 65,000 - $71,100). It is, important to think 
carefully about how much money you need. If you ask for too much, you 
may not get the loan. If you ask for too little, your business may go 
broke. 



Summary ^ 

~ You need money to start a business. You will probably have to borrow 
from a bank or government agency. Now you know the kinds of information 
to give when you ask for a loan. 



■ \ 
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Learning Activities 



Individual Activities 

1. List three kinds of places that may lend money to stajrt a small dairy 
farm* ? v t 

« 

2. What are. the three parts of a statement of financial need? 

3. You want to start a dairy farm. You hav^ talked to a, dairy associa- 
tion that will buy 5,000 gallons of milk from you every month. You 
will also sell part of the hay you raise to feed your cattle. No 
other farms in the area raise stock cattle or- sell hay. 

The farm is located 15 miles from a milk processing plant. It is on 
good land and is already equipped as a dairy. You plan to buy very 
good milk cows from good breeders. 

Write a description of this business for the bank. Include all four 
sections of a busipess description. 

4. Suppose you wanted to start a dairy farm. You have these expenses. 

Lease for 1 year $20,000 

Milking equipment 30,000 

Salary for one employee 12,000 

50 head of cows * 60,000 

Milking supplies ^ 5,000 

Barn remodeling 20,000 

Feed '35,000 

Insurance 8,000 

Veterinary costs ^ m 2,000^ 

Power, fuel, & equipment repair , 2,200 
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You have $40,000 and an investment of $10,000 from familjr. Fill out 
the statement of. financial need below. 



STATEMENT OF FINANCIAL NEED 



Start ing Expen 
jling ^ 



se_s 



Rent $ remodeling 
Equipment 
Livestock 

Feed & other milking supplies 
Salary 

Vevteringry costs 
Power, fu^l, & equipment repair 
/father 

TOTAL $ 



Money on Hand 
Cash on Hand 
'Personal Loans 
TOTAL 



$ 



TOTAL STARTING EXPENSES $_ 

TOT^L MONEY ON HAND 

TOTAL LOAN MONEY NEEDED $_ 



Discussion Questions 



1 



Do you think there would be differences amdng the costs of starting a 
dairy farm, a poultry and eggs farm, and a truck gardening business? 
Which would ^cost the most? Which would cost the least? Why? 



2. Suppose you are a banker. A woman comes to borrow money to start a 
dairy farm. She grew up on a dairy farm and studifed animal husbandry 
inliigh school* She, has a lease arranged and has talked to the dairy 

* association. But she only has $5,000 and asks to borrow $80,000. 
What wpuld you tell herf^Why? 

3. Again, suppose you are a banker. A man Gome's to borrow money to 
start a dairy farm. • He has never worked on a farm, but he thinks it 
would be fun to l^ye in the country. He says he can hire someone to. 
"live on the farm with him who knows about the dairy business. He has 



9 

ERIC 



27 

29 



■t / 



$115,000 of his own money to invest and waists to borrow $40,000, 
What would you tell him? Whx? 



Group Activity 

* « 

As a class, write a list of starting expenses for a dairy farm in 
your area. Break into teams to^do research on costs. For example, .one 
team could talk to an insurance agent to find the cost of insurance. 
Another could talk to an equipment dealer about the cost of milking 
equipment, and so on. 
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UNIT 4 



Being in Charge 



Goal: To help you learn how to plan work for employees of 
a dairy farm., 



Objective 1: Decide how to divide the work of the d 
v business among the workers. / 

Objective 2: , Pick the best person to hire for I job 
,in this business. 

Objective 3": Describe one kind of training you 
might give your employee. 
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JULIE AND ANDY HIRE AN EMPLOYEE 



4 Julie and Andy have decided that running a dairy will 
be too much work for the two of them. When they first 
st$rt the farm, they will hav£ ? lpt to do just to get it 
going:, building, growing hay, planting the garden, select- < 
ing cows, and planning breeding. They decide to hire an 
employee. 

There are several ways they can divide the wo*k.^ The 
new person could do all the milking and care of th§ herd'. 
Oi^ the new person could tend the garden, while Andy and 
Julie did all the dairy work. Or Julie and Andy could work 
on everything, with the new person helping out* as an 
assistant. ' 

Julie wants to be in charge of the vegetable garden. 
Andy isn't s<(|§ what he should do. He finally decides that 
he should oversee everything'. They decide to hire someone 
else who will help them in'many ways, especially in the 
milking. The person can also help Andy arid Julie on other 
jobs as they come along. 

First, they write down a job description for the worker^ 
they want. It says what their worker n^eds to do. They 

spread ,the word among their friends and put an ad in the 
newspaper • ' 

Three people apply for. the job. Charles studied animal 
husbandry and agricultural production in high school and 
has worked on a dairy farm for, one yea*. Alice also studied 
animal husbandry but has worked in the city for nine years. 
Tony studied agricultural products and worked on, four dairy 
farms in two years. * 

The Raitts decide to talk to Charles and Toiiy. They 
like them both. But they also call the people Charles and 
Tony listed as references. Charles 1 boss says^he was a 
goqd worker ilfio knew a lot about animals. Two of Tony's 
bosses say he wasn't very reliable. Julie and Andy decide 
to lii re Charles. He takes the job and comes to work on the 
farm. He gets a salary plus room and board in the house 
witl^them. * ^ * 
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Being in Charge 



Most small businesses hire extra workers at some time. To get good 

work done, you have to decide exactly what your porker should do. Then 

you have to find a good worker. A good worker knows how to do the job 
and also is reliable. "V 



Another important part of good work is how well people get ^long 
together. Both owners and employees need to think about this. 



Dividing the Work 

Andy and Julie decide to divfde the worlc so that they are in» charge* 

Julie cwi 11 handle the gardening and Andy will oversee the other products. 
Charles will help both of them. * 

v 

vThey could have chosen other ways- to divide the work. These are the 
w^ys* N 

Level of - wbrk . This is what Julie ^ind Andy decided to do in Charles' 
aase. It meant that Charles has to brfable to help them all around the 
farm. But he will usually Work with ohem, following their directions. 
He doesn't have to be an expert at any one things So he doesn't need too 
milch training and experience. 

The o»ly thipg Andy wants Charles to do on his own is the milking. 
But Andy will help him most, of the -time; Andy will also keep track of 
milking supplies and keep the jehords. On Charles' days, off, Andy wi] 
do the milking. .» When Andy needs to be away from the farm, Charles cs[n do 
the milking alone. 



Kind of work . They could have decided that their worker would do all 
the dairy work and nothing else. The person would have had to take care 
of the herd, the milk, and the supplies. ' Andy would have worked on plan- 
ning for the farm's future, growing fee'd, breeding, and so on. 

If the Raitts had chosen to divide the work like this, their wo&ker 
-O*ould need yo know everything about runnin|^a dairy, from cleaning to 
keeping' records. But the worker wouldn't need to know about other farm 
jobs. So the worker ^would need lots of training artd experience in dairy 
operations, but none in other ,farm work. 

* » 
Mixture of taska . Andy and Julie could have degided to hire a worker 
who* knew about all farm tasks. They might have Vanted Someon/ who could 
run the whole dairy operation, choose and, t>uy new cows, grow the feed, 
and care for the garden. That way, the worker could have done any farm 
job without help from Andy or Julie. . o 

If they had hired this kind of worker, they would have needed a per- 
son with a lot of training and experience. 

The way you divide the work is important because it determines the ^ 
kind of worker jou shouid hire. Each way of dividing the work means a 
different set of skills needed by your worker. That means different 
kinds of training' and experience needed. 

To be sure of what kind of worker you need, it helps to^write down a' 
job description for each worker. A job description should ^.ist all the 
kinds of things ,the worker will do. As the owner, V£ji should have a 
"description, too. Tfyat way, everybody knows who does what.. 



Hiring a Worker • 1 

* * 

After they decided what kind of a worker they needed, Andy and Julie 
put an ad based on the job description in the newspaper. The jad said, 
"Wanted: person to do milking and help with other farm jobs. Will be 
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responsible for milking twice'daily. Will also help in growing feed' and 
vegetables. Should have training and at le&st one year f s experience. 
SaWry $700 per month plus room and board. Call 555-2875." 

Using the newspaper is a good way^ to get wofkers^ But not everyone , 
who answers the ad will be a good worker. You should also aak e^ph per- 
son about her or his training and experience. Then you can talk to the 
most qualified ones in person. Julie and Andy decided Alice didn't have 
enough experience. They talke3 only to Charles and Tony. 

* 

When you talk to^people about the job, you should learn as much as 
you can about their work. The Raitts asked if Charges and Tony had done 
milking on their own. They masked if they had done other farm jobs. They 
also talked about their job. They explained the pay, the room and board, 
and the kinds of work they would need. Workers need to know as much as 
possible about the job. That way, they can decide if it's right for them 
or not. 

The Raitts liked both Charles and Tony. Butf they knew the? should 
find out about their work ffoirt others, too. They called th£ farmers 
Charles and Tony had worked for (these were their references). Refer- 
ences are people who know you and your work. Usually references include 
employers you have worked for. , 

Tony's employers thought his work had been good. But they said he 
hadn't been very reliable. Andy and Julie wouldn't have known this just 
by talking to Tony. They were glad they had taken the time to call his 
former employers. 

Andy attl Julie umnt thrc^gh five steps in choosing Charles to work 
v for thfem. They were: 

• writing a job description ; 

• advertising the job to people who might want to t^ke it; # . 

• looking at the training and experience of the people who applied; 

• talking to applicants about their work and about what the job 
would be like; and 

• ^ checking references from employers. 
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They could also have had Charles give : .them a demonstration of his skill ^J 
on, knowledge. For example, they could have had Charles milk a covror 
answer a question about growing feed and vegetables. + 

^ 4 After, you have hired your employee, you should help her or him leann 
about the job, ?ou may need t,o do some extra training, if the person * 
hasn't done all the jobs you want to have done. For instance, you .might 
need to teach your employee about caring for milking equipment. Or you ■ 
might need to explain the way you keep records of milk produced, 'You, 
should show your employees where things are and how you do things. 

Finally* you 'and your employee should talk about bow to keep things' 
going well. Maylig^you 1 11 want to talk every day *for a while about how 
the job is going. Maybe you'll want to- set up a ''•trial' period 11 arid then 
talk. Both the owner and "the employee have to be satisfied for things to* 
work out right , 



Summary , 

Being a boss takes some thought. Now- you know some things to think, 

abdut i^divxding the work. You also know some steps tp follow in hiring 
an employee , , - 4 : ' - / 
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Learning Activities 



Individual Activities 

1. List the three ways work can be divided. What is good about 'each way?* 

2. Look through newspaper want ads to see if you can find ads for dairy 
workers. » What kinds of workers do they ask for? ^Wliat kind of infor- 
mation do the ads include? 

y 

3. Write a job description for Andy's job. List tasks to be performed, 
training required , work experience required, personal qualities 
needed, salary, hours, and benefits offered. List as many things as. 
you can that you think he might do. You can look ahead in this 
module # if you want to. 



4. Suppose the Raitts hstd wanted a worker who could take complete charge 
of the- vegetable garden. Assume they had wanted a person with train- 
ing ,and at least o^e year of experience and could pay $1,100 per 
month (without toom and boarcjf. Write a newspaper ad to hire someone 
for that job. 

5. List six steps in hiring a worker. " Why is each step important? 

6. List training your dtxry farm worker might need after you hire him, or 

Discussion Questions 



♦1. qWhy is it important to write a job description for an employee ! s 

"xjob? ' Could. dping this prevent any problem^ later? 

, . /' 
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2. Can you think of any other places khere you could advertise for an 
employee? r 



3, Why^lo you think pepple usually lose 'jobs? Is it because they can't 
do the -work, or because they can't get along with the other workers? 

4. Discuss the answers to Question #1 under Individual Activities, What 
seems to be the best way to divide the work on a dairy fajfin? Is 
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there a "best way? 



Group Activity \ ~* 

— K . - i \, 

Suppose that Andy and Julie's farm has been operating for almost. two 
years. One day Andy and Charles come in from milking and they're arguing. 
Charles says, "But I thought you were going to let me learn about running 
the dairy myself. 1 * / 

* * 
Andy says, "I hired y%u to do the milking artd to help out on other 

things. That's what we told you from the beginning. 

• Charles says, "But I really want to learn all about the dairy busi- 
ness. And I could be so much more hilp to you." 



\> Andy says, "You've already got more work than you can finish. And 
your work hasn't been all that good lately, either." 

'•I 

As a class, discuss thu problems Andy and Ctiarles are having, ts 
there just one kind of probleta, or is there more than one? Cafi you 
think^of other examples of the kind of problem or problems? What ways 
are there tq solye the problem or ^poblems? How could the problem or 
problems have been prevented? p> 
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UNIT 5 



Buying and Keeping ^Xrack of Supplies 



Goal; To help you learn to plan what supplies to order for 
a dairy farm and haw to keep track of them. , 



Objective 1: Choose a supplier, decide how much you 
* will buy, and plan a schedule for ordering 
supplies . 

Objecti^f^^: Figure out the amount of inventory on 
hand o*^f certain date. 
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JULIE AND ANDY GET ORGANIZED 



Julie and Andy are now- living on the farm and working 
hard to get it in shape." They have finished fixing up the 
barn and putting in milking equipment and bulk tanks. An<ty 
has boughj^oout 20 head of cows and is looking -for" others . 
They harfe dug up a large vegetable garden, and Julie has 
fted it. tt 



They need to buy quite a few supplies to get started. 
They need to buy feed and feed concentrate. They need to 
buy veterinary supplies, like syringes and dehorning; 
equipment. And they need^to buy ntilking supplies, liT?e~ 
filters and testing supplies. They also need to buy seeds 
and garden supplies. 

They can buy the milking supplies through t;he dairy 
association. Buit th6y Xeed to shop around for feed and * 
veterinary supplies. There are two feed and supply -stores 
they could buy from. 9 

•One store, Hickock's Farm Supplies, carries everything 
they want.^ It will deliver supplies, ,The other store^ 
Wong's Feed and Supplies, also delivery, and its prices are 
a little lower th^an Hickock's. 'But it doesn't carry every- 
thing the'Raitts need, and its deliveries are sometimes* a 
little slow. 

Andy and Julie decide to order from. Wong's. They plan 
to keep careful track of their supplies and order before 
they get very low. - That way* they'll 1 leave pienty of time 
for deliveries. Anything Wong's doesn't carry they will 
buy at HickockT 1 s . 
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Buying andJCeeping Track of Supplies 



. In any business you will need supplies. In a dairy business you have 
to keep careful track of the supplies you buy and use. This is because 
all your suppl ies and other -costs have to be reported to the government 
at tax time. ' ( 

You ^Iso have to keep-,track of supplies so that you don't run out of 
anything. This is e'speci^ly true when-your farm is* growing. If you 
don't watch how*your 9upply needs are .changing, you may get caught short 
at a bad time. 



Choosing Suppl iers * • 

* * 
There are three things *o think about in choosing N where to buy 

supplies. ^ ' " r . 

• The merchandise — Does the supplier carry everything you need? 
,s "^an you get the brands ^and amounts jyou tfeed? 

• The services — Can you get quick, "reliable delivery? If you, have 
problems, or complaints ,' % will the supplier handle them fairly? 

• Tty prices — Are the prices reasonable? Can you arrange to buy on 
cretfir?^ * 

Jul ie^ and Andy considered^ all the?e things in picking their supplier. 
They chose Wong's because it had the best prices. They knew Wong's 
deliveries weren't always quick, so they planned for 'that. They^also 
bought from Hickock's to get everything they needed r^iou can see that it* 
may bg a good idea to buy from .two suppliers, "or from even more. 
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Ordering Supplies 



Andy handled the first big purchase at Wong's. He planned to pay in 
cash the first time and then buy on credit. Mr. Wong said that the Rai^ts 
could pay bills within 60 days without interest. When Andy visited the 
store, he felt that he got reasonable prices and good service. 

Andy's first order consisted of: 
4 tons of grain at $104/ton 
1,000 bales of alfalfa hay at $2/bale 
1 ton of protein supplement at i>240/ton 
His total bill was $2,656.00 

Keeping Track of Supplies 

Julie and Andy will need to keep track of hoy fast their feed is used. 
A good way to do this is to use an "inventory, card." The inventory scard 
shows when supplies come in and when they are-used. An inventory card 
fot feed concentrate could look like this: 







INVENTORY CARD * 




< 


Item Feed 


concentrate 








Supplier 


Wong's 










Reorder Point . 20 




Order Amount 50 
















IN 


. 1 OUT 


AMOUNT REMAINING 


Date 


Amount 


Date.. 


Amount 


Date 


Amount 


July 30 


50 


*Mopth of 
August 


20 


August^ 30 


30 



























The card shows *the name of the item and the name of the supplier. It 
also shows the reorder point. When the number of items left gets th^| k 
low, it' 0 s time to reorder., The order amount is the usual number of* those 
items' Julie will ask for in each ord'er. , ^ 
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Every time Julie gets an order in, she records the date and the num- 
ber of bags she received. At the end of each month^ she or Andy records 

» 

the date, the number used, and the numbe? remaining. 



Summary • 

Of course, farmers keep many kinds of records. They- need to know 
when they plant, when they breed their cows, and when the calvls arrive. 
Forms for keeping these records will be discussed later in this module. 

Farmers also need to keep track of the supplies they order and use.. 
Now you know some ways to do this. 
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Learning Activities 



Individual Activities ' 

1. Write' a paragraph on 'how you would go afcoufc choosing 'a supplier of 
feed for you? dairy farm. Describe the -information you wotfld need to 

make your decision and how you would get this information. " ^ 

*> 

2. Andy bought 50 bags of feed concentrate on March 1 and had 10 bags 
left at that time. Andy used 25 bags iff March and will reorder when 
he has 15 left. Fill out the inventory card below for the month of 

f * March. 



Item 



Supplier- 



Reorder Point 



INVENTORY CARD 



Reorder- Amount 



IN 



Date 



Amount 



OUT 



Date 



Amount 



AMOUNT REMAINING 



Date 



Amount* 



3. What are two reasons *or keeping careful^track of the supplies you 
buy and use? \ 
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Discussion Questions 

; < 

1. Do you think a dairy farm would buy the same kinds and amounts of 

supplies all year around? What changes could there be,, if atiy? 

t 

N 

* I 

2. What^ kinds of problems could occur if a dairy farm ran out of milking 

supplies? 'Feed? Veterinary Supplies? 

*, 

3. If a farmer' didn' t keep careful records of supply expenses, what 
kinds of problems could come up? 

* - , ' • 

4. What are other items for which a dairy farmer must prepare an annual 
inventory? Why? r — 

m * 

Group Activity ' ' 
^ 

Divide into three groups and visit a, feed and supply store. One group 
should collect cost information on dairy cattle feed, one on milking sup- 
plies,, and qne on veterinary supplies. If there is time, students can 
visit two suppliers *and compare costs for different items. 

Back in class, prepare a list of all items and their costs (highest 
and lowest if two suppliers were visited). Also list other pros and cons 
of each liup^ier visited (related to delivery, credit terms, knowledge 
and friendliness of salespeople, etc.). 
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UNIT 6, 



Setting Prices 



To help you learn how to set prices for your* farm 
product s* 

Objective 1: Pick the best price for one item a 
dairy farm sells* 



47 

,46 



<4 



ANDY AriD JULIE DECIDE HOUMUCH TO CHARGE 



3\MUC1 



The Raitt farm is getting underway. All but four of 
the cows ar.e giving milk. — \^ ^ 

The vegetable garden is producing well. Tomatoes, 
peppers, squash, and corn are in big supply. So Julie is 
getting the display shed on the road ready? 

She has been thinking about the prices she should 
charge for her produce. She doesn't want the farm to lose 
any money. So she knows she should charge enough to pay 
for* the cost of seeds, water, and fertilizer. 

But she knows those arten't all "the costs .that went into 
growing the vegetables. She should include part of Charles 1 
time in the vegetable prices, too. 

She thinks for every $1.00 of cost for seeds, water, 
and fertilizer, she should add on $1.00. This will pay 
part of the other costs. But she'd like to charge even 
more to help the .farm make a better f prof it ♦ 

" "What. 1 a the highest price I can charge for vegetables?" 
she thinks. "I have to find out what other vegetable stands 
are charging, I can^'t charge more "than "the others, or I'll 
lose customers. Also, if people just aren't very inter- 
ested in some kinds of vegetables this year, I might have- 
to lower my prices."' 
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Setting Prices 



« 

1 Milk prices are not' set by farmers. The U.S. government has helped 
to set the lowest price that farmers can be paid for milk. ThoughjaUk * 
prices can get a little higher than the lowest pri^e, they tend to stayy 
close to it. ~ — — 

Prices for farm produce can't be set wherever the farmer would like 
either. In fact, farmers have very little say in prices for many of 
their products. Trading in farm products, called commodities, is a big 
and very .complicated business. 

At, , her roadside vegetable' stand, Julie can set her own prices. Every^ 
here, however, she has to think ab.out four things that would affect her 
pvices. These things affect the price of all farm products in one way or 
another. This is what she has to consider: ^ 

• ■ operating expenses of the business; 

• profit needed r or wanted; 

• competition; and • « 

• demand for her products. 

The £irst two factors help Ju^lie decide the lowest prices she can 
charge for her products. The last two points^af f ect the highest pr,ice 
she can charge. The correct price for her products lies between the 
lowest and highest prices. 
/ ■ 

f 

Operating Expenses of the Business 

Julie wants to set a price for her tomatoes. She has figured out : 
that the cost ^of seeds, water, and fertilizer for a basket of tomatoes is 
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about $0.30. (Even with an abundance of free manUre/ Julie must buy 
phosphate and potash for her garden.) *So she must charge at least $0.30 
a basket to get this money back* 

" But her garden-really has cost her more than that, JThere are costs * 
other than the seeds, water, and fertilizer. For example, Charles has 
worked in the garden, so part of his salary should show^up in the price 
of the vegetables. * < fc /, * 

It also cost money to repair the shed. The insurance on the farm 
insures her garden, too. So these costs should also show-up^in the vege- / . 
table prices. t * — 

\ - •• 

The prices of equipment and electricity are operating expenses. So 
' is the price of gasoline for trucks and r equipm6nt i Julie has figured 
that operating expenses cost as much as the seeds, waterVsand ferti^zer 
for-her vegetables! Sen instead of charging, jfO.30 a basket for her^toma; 
toes, she*w£ll charge at least $0.6>0. f • * 



Profit Needed ox Wanted • / ] * 

Profit is the amount left over after the opeWin^ expenses are^paid. 
Profit is spent to pay taxes and expand the business. ^ Profit is also , 
used for the farmers to live on. They buy their food (besides, what they 
raise themselves) , clothes, and furniture out of the profit. Julie 
decides that she should add about '$0.10 more to # her boxes of tomatoes for 



profit i 
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The money brought in from the sale, of "all Julie's tomatoes 'and other 
farm products, called income, must be enough'to pay the Che operating 
expenses and provide some profit. If it doesn't, after a while the farm 
will go out of business. 1 , 
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Demand for Products 



Julie knows that customer demand or desire to buy can be different 
for different vegetables. One year zucchini may be popular; the next 
year green peppers can be more popular. There are fashions <y^j°£^ s J ust 
as in clothes. 



• • f 

In setting prices Julie has to be aware of customer demand. She has 
to know about demand for the different kinds of vegetables she sells. 
She has to hata^demand in mind every time she picks or changes a price. 



Competition 

a^ure 



Julie also has to be a^^e of the prices her competitors are charging 
for the same vegetables. tWf competitors are mainly other vegetable 
stands but also grocery stores and supermarkets. The best way for her to 
check other prices is to visrt her competitors now and then to compare 
prices. She might ajso check the newspapers to see the prices listed. > 
Her prices should bfe about the same as those of other vegetable stands — or 
lower. Otherwise, people won^' t buy her tomatoes. 

It would be nice if Julie could set her prices by^raising all her 
costs by the same proportion (for example, double them). Setting prices 
would be simple then. But demand and competition are different for each 
item. Julie can use "doubled costs" as a rule .of thumb if she wants, .but 
she will have to do some adjusting on many items. 
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For some items produced on a dairy farm — like milk — you won't have to 
decide on prices. In general, they will be decided for you by federal 
regulations. For other items you will have to juggle lots of information 
*to set prices. You have to look at your operating expenses and the profit 
needed or wanted. You also need to know what demand is like and what 
competitors are charging. 
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^ Learning Activities 

> 

Individual Activities • 

1. List the tyo things that add up to the lowestV^ice you can charge. 
List, the two things that help you decide the highest price you Can 
charge. Where does the right price lie? 

2. List the ttjiree things%tof it is spent on. 

; * 



i ^cussion Questions 9 , ^ 

1. Will a dairy farm make the same amount^of money every month of t the 
year? Why; or why not 7"^ 

2. Usually a new business should charge less than its competition at 
first./ Do you think this would be true for Julie's vegetable stand? 
Why, or why not? . -* 

^. How do you feel about owning a dairy farm? Would ybu rather be the 
boss and take the chance of having no salary for youi/self? Or be the 
employee and be sure of having a steady .salary? / , 



Group Activity 

i 

List five kinds of vegetables commonly for sale in youra^rea. -Divide 
into three groups. Each group shoulcf check' the prices for the five kinds 
of vegetables at a different stare. 'Be sure the size and variety or 
brand are the same. ^ - ,. r i ■ 
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Back in. class, the groups should compare prices for each vegetable. 
°- Ate the prices very different? Why? 



< > 
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UNIT 7 



Marketing Farm Products 



Goal:* To help you learn how dairy products get to tKe 
customer. 



Objective 1: List the four kinds of workers who 
help get dairy products to customers. 

Objective 2: Figure out what percent of the price 
fc to customers goes to the dairy farmer. 
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ANDY, AND JULIE MARKET THEIR PRODUCTS 



? Andy and Julie's herd is giving about 6,000 gallons of 
milk a month. The dairy association buys milk from Andy 
and about 40 other farmers. Then it sells the milk to a 
large processing plant. The plant also buys milk from 
other associations in the state. It processes the milk and 
sends it on to the markets for customers to buy. 

"It's'sort of funny', 11 , says Andy. 'tyhen I go to a 
grocery- store, I often look at the milk. J can tell from 
the label which plant processed themilk, but I never know 
if it came from rajr courts. All of the best milk is ours, of 
course!" 



\ 



ERIC 



57 



55 



< t Marketing Farm Products 



Most small businesses ar^ retallybusinesses. That 'mearvs that they 
sell customers products in their final form* Dairy farms, hdwever, are 
not retail businesses. They "manufacture" a product that must pass 
through many hands before it reaches *the customer. 



The Marketing Process 



There are- several steps to be taken bef ote milk can be sold to the 
customer. Marketing means getting milk from the farm to the final cus- 
tomer. It involves several steps. 



Production . Before a product can be sold it must be produced — by a 

r 

factory, a mill, or even a cow. Sometimes producing means getting 
together raw materials, like iron and coal for making steel* The producer 
uses these raw materials to make the product. 



Processing . Processors take basic products and put them into a form 
the customer can use. For example, an autojaobile factory uses steel and 
other products to make cars and trucks. 

* X * ' 

Wholesaling, .' The Wholesaler gathers finished products from many 
places and 'sells them to the retail business.* The main purpose of whole- 
saling is to provide -an easy source of products for the retailer. The 
wholesalef also takes care of moving the products to the ret-ailer. - 

-Sometimes if a processing operation is very large, the processors 
will* do their own wholesaling. But for smaller processing^ irms*, it is^ 
easier and more efficient to usre.a separate wholesale firm. 

58 

• < * 56 



0 

Retailing . Retail businesses operate close to customers. They save 
Customers time and trouble by bringing products within easy reach. 



Marketing Mi}k 

» 

r * 

- Marketing milk is like marketing any other product. In this case,,. 

the dairy farm is the producer. , \ 

The producer . The production of milk uses raw materia'ls — alfalfa, 
grain, water, and other foods. The "factory" is the cow, and the product 
is' v fluid milk. Andy's cows produce 6,000 gallons of milk a month. 

The processor . Ihe group that processes the milk is the milk pro- 
cessing plant. Sometimes this is owned by the dairy association. Some- 
times the association sells and 4 * de-livers milk to a plant owned by others. 

In the processing plant the fluid milk is put into a form customers 
can use ft Fluid milk is treated in many ways. It is pasteurized 'to make 
it pure\ Then it may 6e homogenized, blended, and packaged in^bottles or 
cartons. 



Fluid milk may also be processed into other things. It m&y be^ made 
into cheese, butter ,* yogurt , dried milk,' and other products. All of thes 
products are in final/ form so that customers can buy them. p- 



The wholesaler . Many milk processing plants are also wholesalers. 
They have large refrigerated trucks so they can deliver dairy products to 
food stores* The trucks go out every day f-rom the plant. 

,Some plants have storage areas, called distribution points or dis- 
tributors. The dairy products don't stay at the plant but are kept at 
these distribution points. Deliveries to food stores are made from there 

* 

If the distribution point doesn't belong to the processing plapt— if 
it's ac separate business — then it is a wholesale firm. Its 'whole busi- 



57 



ness is simply gathering products from processors and getting* them to 
retailers. 

The retailer . Many kinds of retailers sell .dairy products. Super- 
markets, corner grocery stores, and restaurants are ail retail businesses 
that sell dairy products*- These businesses bring the products to loca- 
tions where customers want them. 

You can see that intakes a lot of .steps to get products to customers, 

» 

These marketing steps are very important. Imagine having to drive many 
miles to a dai^y farm every time you wanted to buy milk. Without these 
four marketing steps, that's what you f d have to do! 

* / 

* * 
The Price of Milk 

vYou know that the federal government plays a part in setting prices 
of farmers ^ milk. But farmers aren't tire only ones who get paid for 
dairy products. All the people who work in the processing, wholesaling, 
and retailing of milk also need paychecks. They all perform useful work 
in getting dairy products from producer to customed. * 

How much does each step cost? Genei^illy, dairy farmers get about 48 

- i* * 

cents t out of every dollar the customer spends on milk. The processing 

plant gets about 28 cents. , The wholesaler (or the processing plant if it 

4oes its own wholesaling) gets about 2 cents* The food store owner gets 

about' 22 cents. 



Summary t - / 

A dairy farm is only the £irst step in the process of getting dairy 

products from producer to customer. Now you know all the steps dairy 

♦products go through. You also know how much of the customer's dollar is 
***** , • * * % % 

spent to pay for each step along the way. 
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Learning Activities 



Individual Activities * 0 

t 

/ 

, 1. List th^four marketing steps that dairy products go through. 0 

2. You know that the dairy farmer' gets 48% of all money spent on dairy 
products. If a half gallon of milk costs the customer 80 cents, how 
much goes to the farmer? 

<? 

3. A half gallon of milk costs the customer 85 cents. The farmer gets 
41 cents r the processing plant gets 24 cents, and the wholesaler gets 
2 cents. Who gets the rest? How much does that firm get? What per- 
centage of the price is this amount? 

4. The price paid for milk is the same for all farmers in an area. Do 
all customers pay the same jjp.ce for milk? Check the price of a half 
gallon of milk and a pound of butter at three different places. Are 
they different? 



Discussion Questions 



} 



1. ' The 'customer pays about twice the farmer 1 s cost when he oV she takes 

home a quart of milk,. Is this fair? Why, or why not? 4 

2. Marketing includes more than just distribution.. It includes trying 

to get customers to buy products. How is this dotre? Who tries to 

get customers to buy dairy products? ■ * 

• * • 
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Group Activity # ♦ 

• f 
Ask a dairy association representative to speak to the class about 

the marketing process for dairy products in your area. Or visit a milk 

processing plant and make a list of processing steps £or different 

products. * f 






UNIT 8 
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Keeping Farm Records 



Goal: To help you learn how to keep farm records for a 
dairy business. 



Objective 1: Complete a record for milk sold in 
one month. 

"Objective 2: - Fill *>ut< a record of expenses for one 

kind of supply. . ; 

* 

Objective 3: Fill out a stock record for one^cow. 
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ANDY AND JULIE KEEP RECORDS 



Andy and Julie's herd is producing about 440 hundred- 
weight (cwt.) a months Every two da'ys the milk tanker 
truck comes to p^ick up the milk. 
t % 

The dairy association keeps records of how much milk 
the truck picks up. Once a week it sends Andy a check to 
pay for the milk. Andy keeps records of the payments he 
gets, Julie keeps records of her sales of vegetables 'too . 

Andy also .keeps^ records on every animal in the herd. » 
He wants to know when each cow is bred, when she calves, 
when she begins- to give milk, &nd when she stops producing. 
He also keeps track of shots and othero medical care. He is 
planning for how much milk" the herd can product next' year.# 




\ 



65 



62 



1 



Keeping Farm Records 



One of the most important things a dairy farmer has to do is to keep 
good records. You have to know how much milk you're selling and how much 
money is coming in and going out. This is how you know if your business u 
is making ^or losing money. 

There are Qther reasons to keep good records. You have to report 
*iitcome and expense's to the government to pay taxes. Good records also < 
help you decide if you should expand your business or cut it back. 

♦ You also need to know what is happening to the herd. It's" important 
to keep records of when cows are bred, when they^ calve, and when they 
produce milk. This, helps you ptan to keep production steady 1 and meet 
your quota each month. ^ ■ 

y 



.Record of Milk Sales- 



Andy uses the following form to keep track of milk income that comes 
* * . ■>* 

in weekly from the dairy association. 



RECORD OF MILK INCOME 


* 

Date of 
Payment 


Amount of 
Milk (cwt.) 


Price per cwt. 


Amount Received • 


Week of 4/1 
We£k of 4/8 
Veek of 4/15 

\ 


110.0 
110.1 
110.2 


$12. 00 
if 


* 

$1,320. 00 
1,321.20 
1,322.40 
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Andy has filled out the form for the fhrst three weeks^in April. He 
h^s recorded the amount of milk the dairy association picked up each 
. weejk. He has also recorded the price per cwt. and .the money ){e has ^ 
received at the end of ^xf6n week. 

He gives* these Records to his accountaht, Ms. Kaplan. She keeps 
track of all the farm's financial records and does the taxes. 



Record of Expenses 



Ms. Kaplan also needs records of the farm's expenses. Andy keeps 

I * V 

copies of all the bills and sales slips he receives when he buy$ feed and 
other supplies. \ 

s ' . • ' 

He fills out a separate "record of expense 11 for ^each kind of expehse 
he has. Keeping a record for each kind of expense is simpler than 
keeping one record for everything. Below is his record of expenses for 



feed for Aptil. 



RECORD OF EXPANSES FOR FEED 


Date 7 /. * 


Item Purchased 


' Cost 


Amount 
Paid 


Balance 


4/8 
• 4/25 
4/30 


1 ton soybean meal 
4 tons grain 
Payment 


$240.00 
$416.00 


0 

$500.00 


$240.00 
$656.00 > 
$156.00 



Every^time Andy^ pays for feed he records the date, the item, and the 

cost on the form. Sometimes t\ pays cash when the feed is delivered. 

But usually he pays the supplier at the end. of the month. He records his 

payments under "Amount Paid. ''/Then he puts in the balance so he knows • 
how much he still owes. 
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Since cows don't give milk all .the* time, Andy has to plan milk pro- 
duction carefully. He breeds >his ycows once a year. After they calve 
they begin to give milk. Th^nrlie milks them for about ten months. They 
are dry for about two months. To keep milk product ioa even, Andy has to 
breed the cows at different fciae^f This is why he needs to keep records 
of dates of breeding, drying,, and calving. He also keeps track of what 
medical care a cow has had. The form he uses looks like this: 



STOCK RECORD 


Cow 


Date 
Bred 


Date 
Dry 


Date 
Calved 


— /" 
Veterinary Care 4 


#1 


Oct. 5 


May 20 


July 10 


Vaccination, Feb. 15 

Milk fever treatment, July 12 


#2 


Feb. 24 


Oct. 3- 


Nov. 20 


Vaccination, Feb. 15 



Summary 



\ 



Keeping farm records is important. Ypu need refcords of your income 
and expenses. You also need records on the herd. These records help 
keep your dairy running ^smoothly. Financial records are periodically 
summarized and organized into a form that shows how the business is 
doing, such as a balance sheet and a profit/loss statement. You'will 
learn about profit/loss statements in the next unit, if you do, go into 
business for yourself, get the advice* of a bookkeeper or accountant 
about' how to complete a balance sheet. * 
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Learning Activities 



Individual Activities 



1. List three reasons for keeping good records of income and expenses. 

List one reason for keeping records on the herd. 

* 

2. During May th$ dairy association picks up and pays for milk f/om 
your dairy as follows: 

Week of May 1 110.1 cwt. 

, Week of May 8 110.0 cwt. 4 

Veek of My 15 ' 110.3 cwt. 

The price of milk is $12 . 00 per hundredweight (cwt.)*. Fill out the 
record of milk income below, showing the balance after each delivery 
and payment. 



If 


RECORD OF MILK INCOME 




Date of 


Amount qf 






Payment 


Milk (cwt.) 


Price per^^t^- 


^Amount Received 








<~ * ^ 1 * 



























In May, Andy bought two tons of grain and 500 bales of alfalfa hay. 
He bought the grain on May 7 for $208.00. He bought the hay on May 
18 for $1,000.00. Herald the whole bi%^ oiv May 30. Fill out the 
record of expenses for feed on the next page, showing the balance 
after each purchase and payment. 
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RECORD Ot EXPENSES FOR FEED J 


W 

Date 


ftem Purchased 

* 


r Cost 3 


Amount 
Paid 


Ba 1 arjc e 
































* 











Andy has, two heifers that have recently calved for the first time. 
The first was bred on June 10 and calved on March* 15. The second was 
bred on July 8 and calved April 2. They both were dry two months 
■before calving. Each was vaccinated February 10. Fill out the stock 
record below for the two cows. 



\ 




^ STOCK RECORD 


6 • 

9 


/ 


~~Cow < 


Date Bred 


*• Date Dry 


Date Calved 


Veterinary Care 
* 


• 


#43 






/ 1 

e 






#44 


• « ' V 




» - 










* 






< 



5. Talk- A to a ^dairy*' farmer' about what kinds of records he or she keeps. 
Try to get copies of ttfe forms or write-down what kinds of informa- 
tion the farmer keeps. 



Discussion Questions 



1. Do, you think all dairy farmers use records lttce^the ones discussed in 



this unit? 
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2. Do 4 *you think dairy farmers who dorvU use Records like this could have 
. ~* problems?' What kinds of problejns could th£.y have? 



Group Activity t » * r 



Students should do research on the use of computers in farming, espe- 
cially in recordkeeping. They can 'talk to a computer company, a large 
dairy operation, and a modern processing plant. They can report on the 
uses of computers today and the uses planned for the future. 



* 
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UNIT 9 



^ Keeping Your Business Successful 



Goal: To help you^learn how to keep a dairy farm 
sucessful. 



Objective 1: FigiEre out the net profit, profit 
ratio? and expense ratio for a dairy farm. 

Objective 2: * State,, one way a dairy farm could 
increase its profits. . 

Objective 3: State one way a dairy farm could 
change itrs services t,o increase sales. 



/ 
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JULIE AND ANDY CHECK THEIR COMPANY'S HEALTH 



The Raitts 1 farm has been operating for almost two 
years. Money is a A littAe tight on the farm. Last month 
they had trouble p^yipg a ^ their bills. They have put off 
buying new equipment until they have more money. 

They decide to talk to Ms. Kaplan, their accountant. 
She has kept all their records of business income and 
expenses. On the phone they t^ll her^they want to talk 
about how the business is doing. 

When they arrive at her office, Ms. Kaplan tells them, 
"I have figured some totals for you. You had revenues of 
$70,000 and $75,000 in Years 1 and 2. You made- the same 
amount of profit in both years — $16,600. Luckily, Julie 
has another income from her quilting. You have to pay 
taxes out of that, you know. I think you need to work to 
get your profits higher." 

"Our exjpenses have gone up faster than our income," 
Julie says. "And unfortunately, milk prices haven't risen 
as fast." 

"Can you think of ways to 'increase your income or cut 
your expenses without hurting the business?" Ms. Kaplan 
asks. "You wouldn't want to cut corners in the wrong 
places. That could cause you problems later on." • 

"I know," says Andy. "Julie and I will talk it over. 
We'll talk to Charles too. I'm sure we can' find the best , 
way to increase profits." * 
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* Keeping Your Business Successful 

A dairy owrter can never stop trying to improve Jiis or her* business. 
Even though dairying is more steady than many other farm businesses, 
things are always changing. New ways of milking or testing may come out, 
and farmers must decide whether to use them; Customer demand for milk 
may change, and prices may ch'ange. The weather may, hurt or hel,p 'produc- 
tion of feed and other farm products. 

• ■ • • t 

Dairy owners have to keep careful track of changes like these. They 
also have to know exactly how their business is doing so they can make 
changes to keep up to date. 



Profit afod Loss Statement 



A profit and loss statement shows total income and total expenses 
over a period of time, usually a year. The Raitts 1 accountant, 
Ms. Kaplan, uses their records of income and expenses to fill out profit 
£nd loss statements, • The statements include all their income and expenses 
for all t^heir products. 

Often a profit and loss statement shows figures for the last two years 
» > 

so that changes can be seen. The two-yeai; profit and loss statement for 
Andy and Julie's farm looks like this. 
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PROFIT/LOSS STATEMENT 








Year 


1 


Year 


2 






/o 


$ 


% 


Revenue s 


4*70 ooo 


±U yJ/o 


$75,000 


100% 


Expenses 










Feed 1 


24,000 




25,000 




Milking & Other Supplies 


1,800 




2,300 




Veterinary Costs * 

>* * 

Potter, Fu§,l, & 

Equipment Repair. * 


1,800 
1,800 




2,300 
2,800 


• 


t Rent -A 


, 3,000 


r 


" 3,000 




Salary (for 1 employee)/ 


12,000 




13,000 




fit* Vior> 






10,000 




TOTAL 


$53;400 


76% 


58 r 400 


78% 


Net Profit 

• 


$16,600 


24% 


$16,600 


22% ' \ 



Ms. Kaplan has filled in the dollar figures for the farm's first two' 
years on this statement. At the top for each year is the total of • 
revenues , or incomfe. This includes money taken in from the sale of milk, 
calves, and vegetables. Below that is^the total of expenses for the year. 

The Raitts 1 biggest expense was feed for the herd. Insurance, inter- 
est, depreciation, interest on their loan, and legal fees (listed under 
"other") were also fairly high. The money listed under salary refers to 
Charles 1 wages and room and board. Julie and Andy don't really have a 
salary. They pay their own expenses out of the net profit. 

-V/ • ' * ' 

Net profit is the difference between total revenue and total expenses 
in a year. Net profit is u-sed to pay the owners' -salarie^and taxes and 

• WF' 

to make improvements 6n the farm. For example, if Andy decided tp adcu 
more space to the barn, he- would use part of their net profit to pay for ^ 

it. 
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Andy and Julie's profits are quite low, but they hope to improve their 
profits as time goes along. They notiqe, however, that in Year 2 they did 
not do this. Their profit (in dollars) was the same as in Year 1', even 
though- their revenues increased. Julie and Andy decide to look at their 
profit ratios* to see what they were like. 



i 

Profit Ratio and Expense Ratio . • \ 
* c r , . - 

An easy way to see the whole picture of a business is to figure the ^ 
profit ratio and the expense ratio for each year. , 

The profit ratio for any^year is the net profit divided by the reve- 
nues. For year 1 of the Raitts* business it's $16,600 divided by $70,000, 
or 24%. This number shows what percent of income they got to keep after 
paying expenses. 

The expense ratio is the expenses divided by the revenues. For Year 
1 it 1 ? $53,400 divided by $70,000, or 76%. The profit ratio and the 

expense ratio add up to 100%. 

~ * * * 

For Year 1 the Raitts 1 profit ratio was 24% and for Year 2 it was 22%. 
Although they brought in more revenues in the second year, they kept a 
smaller ^percentage of it in profits. In other words, they spent a greater 
percentage of their revenues on. expenses. A healthy dairy farm business 
keeps the same profit ratio every year and slowly increases its revenues 
and profit dollars. Profit ratios are about the same for all small dairy 
farnus. 



Increasing Net Profits 

To increase n^t profits, a business must do one^of two things: 

• reduce expenses; or ' 4 

• increase revenues. 

k 
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Reducing expenses can be done in several ways. The Raitts could look 
for suppliers who sell cheaper feed and supplies. They could try 'to save 
money by raising more kinds of feed and buying less.' They could lay 
Charles off and try to do all the work themselves. In cutting expenses, 
of course, they'd have to be careful that they could still run the farm 
successfully. 

Increasing revenues "can also be done in several ways. Julie could 
make the vegetable garden twice as big or raise her vegetable prices. 

Again they'll have to. plan carefully. More land planted to feed or 
vegetables might be more work than they can do or demand more equipment^ 
than they can afford. Trying to. intensify production of more feed and 
vegetables from the land now, in cultivation by using more chemical fer- 
tilizers, may, in'the long run, deplete the soil.* If they raise prices, 
they have to think about demand and competition. 

Julie and Andy talk about what they could do. They decide that they 
will try to increase feed production/ Since Charles wants to take some 
classes anyway, they will decrease- his responsibilities and salary. Andy 
thinks «he can handle a heavier work load. - 

Julie has another idea too. She knows that "purebred sheep are worth , 
more and more money now and she has read of recent studies recommending 
fc^low^ng cattle in a pasture with sheep for more efficient use of^f^rage. 
She decides to put aside some of the income from vegetable sale^sTj^buy * 
some lambs* * 

m. 

These changes can't be made right away. They will take some time 
Andy and Julie hope that making these changes will mean bigger profits^ 
and a healthier business** 
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Summary 

Keeping a dairy business successful isn't easy.* The owners have to 
watcli their income, expenses, and profits carefully. They have to know 
how £hese items are changing. They ^ave to plan the best way to change 
their business to keep revenues and profits up, and expenses down. 



\ 
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Learning Activities 

Individual Activities 

1« Figure out the net profit, profit ratio, and expense ratio for the 
following dairy farm with 60 cows. 



proe'it/loss statement 




liear 2 




• ■ 4^ % 


Revenues 

* 


$9 6, 000 J 100% 


Expenses 




Feed 


30,000 


Milking & Other Supplies 


2,800 , - 


Veterinary jStTBts ' 


2,500 


Power,- Fuel, & 




Equipment Repair * 


3,500 


Rent 


5,200 


Salary (for 1 employee) 


14,000 


• Other 


14,000 


TOTAL 


72,000 * l ' : % 


Net Profit 


$ % 





o 

2. List two ways to increase revenues.' List three ways to reduce 
expenses. Which of these ways would increase net profits? 

» 

■s. 
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Discussion Questions 



v 



Andy and Julie did not make a, lot of money from their business in 
some months. What other reasons could they have £or wanting to keep 
their dairy business* going? - \ 



2. Suppose that Year 2 had besn a better year for the dairy farm thai 
Year 1. What do you think they might have done? 



Group Activity Sf 

Using -all the information you have gotten about your area during „ 
these units, plan a small dairy farm business. The class can work in 'six 
teams. The teams should work on the following topics: 

• Planning the dairy farm (Unit 1); 

• Qhdosing a location (Unit 2); 

• Getting money to start (Unit 3); - 

m Being in charge '(Unit 4); * 

• Setting prices (Unit 6) ;„ and ' £ 

• Marketing dairy products (Unit 7) . 




The class will' also have to work together as a whole,, since each team 
needs to know something about what the others are doing. 



j 
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SUMMARY 



This module has beerT ^out^ownxng ^ dairy -business i L _ * 
People with training in animal husbandry and production agri- 
culture can start c^airy businesses. They may also be able to 
produce and sell other farm products "on the side, 11 

♦ 

To start a dairy farm, you need to 'do' lots of planning. 
First you have to be sure that owning the business is right 
for you. Then you have to decide whether to grow other farm 
products and what legal requirements to meet. 

To pick a good location, you have to be sure your farm irs 
not too far from the processing plant or too close to a city. 
You have to have enough goodj|land* and be able to pay for 
leasing or buying it. Then you have to get money to start. 
That means showing a banker that your plans are good ones.- 

Being in charge means knowing what needs to be done and 
when workers are needed. Then you must choose suppliers of 
feed and equipment and keep track of the supplies you use. 

t 

Milk prices are fixed by the government. Setting prices 
on certain o^her agricultural products 'means figuring out the 
lowest price you can charge to meet your expenses and^ also 
the highest price you can charge and stil competitive. 
To do this you need information on your expenses and on your 
competition's prices. 

Marketing refers to the Steps required in getting milk 
and other farm products to consumers. Marketing includes 
producing, processing, wholesaling, and retailing. 

• 83 
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You should keep good records of income* and expenses so 
you will* know how the business is doing. You also need to 
keep records^oflfrgLoyr herd and its milk production. Then you 
can decide if you can expand your business or if you need to 
xut it back, ; 

In t order to own and operate a successful dairy farm you 
need' training in animal husbandry and production agriculture, 
work experience, and the special business management skills 
we have covered in this module. If you have' not had course^ 
in animal husbandry or * production agriculture, you should 
take some before deciding to own a d^iry farm. You 'can learn 
♦ business management skills through business classes, experi- 
ence,, or by using the advice and example of an expert. 

\ 

You, may not make a lot of money by owning a dairy farm. 
However, you will have the personal satisfaction o.f being 
responsible for your business and making 'your own decisions. * 
Think about how important these things are to you when con- 
sidering whether you should start your own dairy farm. 
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QUIZ. 



List three personal qualities the owner of a dairy farm 
might have. 4 * , 
a. ' 
b. 

To whom does a dairy fajcm sell its milk? 

a. Directly to customers in stores 

b. 'To a dairy association or processing plant 

c. To wholesalers 

List three things to think about in deciding where to 
start a dairy farm, 
a. 
b. 

/ 



If you wanted to start a small dairy farm business, which 
of the following locations* would you choose? 

a. A farm for lease at $10,000/year with no improve- 

ments needed 

b. A farm for sale at $350,000 with no improvements 
» * 

needed 

c. A farm for lease at $8,000/year with no barn 



four parts of a business description for a dairy 

farm. 



List 



a. 
b. 
c. 
d. 
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You need $100,000 to st>art your farm. You have $14,000 of 
your own mHJhey. The bank will lend you 80% of the money 
you need. How much more do you need to get as a loan^oi 
investment from family or friends? 

a. $86,000 

b. $11,200 

c. $ 6,000 

J* 

The Geiger family owns a small jjairy farm. Mr. Geiger has 
been a dairy farmer for 15 years. His daugfitter Joan has 
just finished high school; she studied animal husbandry. 
Mrs. Geiger takes care of the books and raises vege dtbles ' 
to sell at a little market in town. They need lots pf I 
help with the herd and want to hire a fourth person. What 
should they do? 

a. Hire a milker and have both Joan and the new 

person help Mr. Geiger 
b. Hire someone to help Mr. Geiger and have Joan 

he^T^er mother with raising vegetables * 
c. Hire an assistant bookkeeper 



You decide to hire someone to do the milking, keep records, 

and buy supplies. Which person would you choose? 

a. Joe, who studied animal husbandry in high school 

but has not worked at it in 12 years. 

b. Annie, who worked for a dairy for three years, 

wants a very high salary, and has good references 
♦ 

c, Jvm, who worked for a dairy for three years, has 

good references and is -studying business through 
a correspondence school 

9 " > • • • 

You have hired someone 'to Jtelp you do the milking. List 
one kind of training your new employee might need. 
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10. You have been buying feed aij&frupplies from Wong's. You 
buy 80 bags of feed concent^B at a time. You. reorder 
when you get to 20 bags. Your herd has increased from 40 
to 50 head. Which of the following should you do? 

a. Find a different supplier 

b. Order 100 bags at a tim^e and leave your reorder 

< paint at 20 

^ c*. Order 80 boxes at a time but change your reorder 
point to JL0 f 

: " V ' 

11. You are selling fruiyfrom the orchard on your farm. The 
cherries 'cost you $T40, a pound Co raise. Your operating^ 
expenses come to $.30 a pound. A nearby fruit stand sell 
cherries for $.80 a pound. What should you charge? 
a. $.70 a pound 

b. $.80 a pound 

c. $.90 a pound 



12. List the four kinds of workers who help get> dairy products 
to customers. 

m 

a. « 

b. • 
c . 



13. If the farmer is getting $0.75 a gallon for milk and it 
sells at the store for $1.67, what percentage of a cus- 
tomer' & money does the farmer get? . 

a. 50% 

b. 48% < 

c. 45% 
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14. The dpiry association truck picws up 110 cwt. of milk from 
you every*' week' in May. The association pays you' $12.00/cwt 
for milk. How. much does v it pay you for May? 
a, $5250 

_b. ' $5280 * * • 

c/ $56,25 - 



15. In^ January, Andy bought two tons of grain and one ton Of 

soybean meal. He bought the 'grain January 10 for $208. He 
bought th^ meal on January 26 for $240. Me paid the whole 
bill pn January 30. Fill out the Record of Expenses for 
Feed c below, showing the balance, after* each purchase an'd 
payment . - - * > . 



RECORD OF EXPENSES FOR FEED 


Date ^ 


Item , 
Purchased 


Cost 


Amount Paid 


Balance 






























» < '- 













16. List at least three kinds of information you need tb keep 
o*i every cow. „ m . 

a. 
b. • 



c . 



17, 



A dairy farm brought in $200,000 in revfenues last year^and 
spend $150,000 on feed, supplies, and other expenses. What 
was the net pfo'fit .and the profit ratio for this farm? 



S3 



18. List two ways a dairy farm can increase its net profits. 

a. J 

b. _J - 

19 * A dairy farm sells milk to the dairy associaHon and grows 
apples. List one new product the farm could produce. 



/ 
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